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OATH OR AFFIRMATION

I, BlakeDSRÍe|S , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Keystone Capital Corporation , as

of Jiine 3() , 20 14 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None

Title

MMMONWiig QFITNNSYLVANIA
Notad# Seal

Notary Public Staclel..Weekerty,NotaryPublic
NewBrighton Sam,asaverCounty

This report ** contains (check all applicable o es): MyCommissonExpiresJuly27,2015
(a) Facing Page. MEMBER,PENNSYLVANIAASSOCIA·nONOFNØrARIES

E (b) Statement of Financial Condition.

2 (c) Statement of Income (Loss).
O (d) Statement of Changes in Financial Condition.

E (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
O (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

2 (j) A Reconciliation,including appropriate explanation ofthe Computation ofNet Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods ofconsolidation.

E (1) An Oath or Affirmation.

E (m) A copy of the SIPC Supplemental Report.

O (n) A report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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' y 3325 Saw Mill Run Blvd.
O I Patabur3h, PA 15227-2736
0JCka 412/885-5045

Fax 412/885-4870

Certified Public Accountanu

Report of Independent Registered Public Accounting Firm

To the Shareholders of

Keystone Capital Corporation
SanDiego,Califomia

We have audited the accompanyingstatement of financial condition of Keystone Capital Corporation
(the Company),as of June 30, 2014, and the related statements of operations,changesin shareholders'
equity, and cash flows for the year then ended. These financial statements are the responsibility of
Keystone Capital Corporation' management. Our responsibility is to express an opinion on these
financial statementsbased on our audit.

We conducted our audit in accordancewith the standards of the Public CompanyAccounting Oversight
Board (United States).Those standardsrequire that we plan and perform the audit to obtain reasonable
assuranceabout whether the financial statements are free of material misstatement. An audit includes
examining,on a test basis,evidence supporting the amounts and disclosures in the financial statements.

An audit also includes assessing the accounting principles used and significant estimates made by
management,as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,the
financial position of Keystone Capital Corporation as of June 30,2014,and the results of its operations
and its cash flows for the year then endedin conformity with accounting principles generallyaccepted in
the United States.

The supplementary information contained in Schedules I, II, III, and IV has been subjected to audit
procedures performed in conjunction with the audit of Keystone Capital Corporation's financial

statements.The supplementary information contained in Schedules I, II, III, and IV is the responsibility
of Keystone Capital Corporation's management.Our audit procedures included determining whether the
supplementary information contained in Schedules I, II, III, and IV reconciles to the financial statements
or the underlying accounting and other records, as applicable,and performing procedures to test the
completenessand accuracy of the information presented in the supplementary information contained in
Schedules I, II, III, and IV. In forming our opinion on the supplementary information contained in
SchedulesI, II, III, and IV, we evaluated whether the supplementary information contained in Schedules
I, II, III, and IV, including its form and content is presented in conformity with 17 C.F.R.§240.17a-5.
In our opinion, the supplementary information contained in schedules I, II, III, andIV is fairly stated,in
all material respects, in relation to the financial statements as a whole.

GOFFBACKA ALFERA & COMPANY, LLC

Pittsburgh, Pennsylvania

August 28, 2014,exceptfor Notes 3 and 8 and Supplementary Schedule I which are dated October 2],2014

Member AmericmsandPennsylvanialniritana C li Acou na

Cemerfor Pultlic Contpany Audit Fimu • Employre Ikacßt Plan AudirQuality Center * Cowmmental Audir guatiryCmter•1+imte Campensa JNote secuen



Keystone Capital Corporation
Statement of Financial Condition

June 30,2014

ASSETS
Cash S 28,057
Cashin centralizedregistration depository account 218
Depositwith clearing organization 6,899
Conunissionsreceivable 88,982
Otherreceivable 7,844
Deferredtax asset 120,000
Equipment 5,127
Accumulateddepreciation (2,532)

TOTAL ASSETS S 254,595

LIABILITIES AND SHAREHOLDERS'EQUITY
Accounts payable S 25,566
Acemed expenses 9,926
Commissionspayable 73,499

TOTAL LIABILITIES 108,991

SHAREHOLDERS'EQUITY

Common stock (SI par value;l0,000 shares authorized; 1,050shares issuedandoutstanding) 1,050
Additional paid-in capital 446,552
Accumulated deficit (301,998)

TOTAL SHAREHOLDERS' EQUITY 145,604

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY S 254,595

SeeRepost of IndependentRegisteredPublic Accounting Firm andNotes to Financial Statements. 2



Keystone Capital Corporation
Statement of Operations

For the Year EndedJune 30,2014

REVENUES

Commissions $ 794,745
Consulting income 203,203
Interest 160
Other income 2,880

TOTAL REVENUES 1,000,988

EXPENSES

Commissionsand fees 840,035
Salariesandrelated taxes 148,698
Employeebenefits 1,946
Licenses 57,371
Professionalfees 25,342
Communications 77,569
Occupancy 21,679
Office 22,641
Insurance 12,687
Travel 1,461
Postage and delivery 1,914
Depreciation 1,260
Taxes 984
Mealsandentertainment 1,479
Other (809)
Bank fees 319

TOTAL EXPENSES 1,214,576

LOSSBEFOREBENEFIT FOR INCOME TAXES (213,588)

BENEFIT FORINCOME TAXES 80,000

NET LOSS S (133,588)

SeeReportof Independent Registered Public Accounting Firm and Notes to Financial Statements. 3



Keystone Capital Corporation

Statement of Changesin Shareholders' Equity
For the Year Ended June 30,2014

Total

CommonStock Paid-in Accumulated Shareolders'

Shares Par Value Capital Deficit Equity
Balanceat June30,2013 1,050 S 1,050 $ 265,952 $ (168,410) S 98,592

Capitalcontributions - - 180,600 - 180,600

Net loss - - - (133,588) (133,588)

BalancestJune30,2014 1,050 S 1,050 S 446,552 $ (301,998) S 145,604II II I II

SeeReport of Independent Registered Public Accounting Firm and Notes to Financial Statements. 4



Keystone Capital Corporation
Statement of Cash Flows

For the Year Ended June 30,2014

CASH FLOWS FROM OPERATING ACTIVITIES

Net income(loss) S (133,588)Adjustmentsto reconcilenet loss to net cashused
for operatingactivities:

Depreciationexpense 1,260
Deferred taxes (80,000)Changesin assets/liabilities:

Incmasein commissionsreceivable (84,771)
Increaseinother receivable (7,844)
Increaseinprepaidexpenses 970
Decreasein accounts payable 25,516
Increasein accruedexpenses 1,465
Increasein commissionspayable 69,709

NET CASHPROVIDED BY (USED FOR) OPERATING ACTIVITIES (207,283)

CASH FLOWS FROM FINANCING ACTIVITIES

Capitalcontributions 180,600

NET INCREASE IN CASH (26,683)

CASHAT BEGINNING OF YEAR 61,857

CASHAT ENDOF YEAR S 35,174

SeeReport of Independent RegisteredPublic Accounting Firm andNotes to Financial Statements. 5



Keystone Capital Corporation
Notes to Financial Statements

For the Year Ended June 30,2014

Note 1 - Summary of Significant Accounting Policies

This summary of significant accounting policies of Keystone Capital Corporation (the "Company") is
presented to assist in understanding the Company's financial statements.The financial statements and
notes are representations of the Company's management who is responsible for their integrity and
objectivity.

Description ofBusiness

The Company is a registered broker-dealer licensed by the Securities and Exchange Commission (SEC)
and is a member of the Financial Industry Regulatory Authority (FINRA) and the Securities Investor
Protection Corporation (SIPC). The Company provides broker-dealer services as an introducing broker-
dealer clearing customer transactions through another broker-dealer on a fully disclosed basis.

Cash and Cash Equivalents

The Company considers all highly liquid debt instruments purchased with a maturity of three months or
less to be cash equivalents.

RevenueRecognition

Revenues are recognized in the periods in which the related services are performed provided that
persuasive evidence of an arrangement exists, the fee is fixed or determinable and collectability is
reasonably assured.

Commission revenue represents gross commissions generated by our advisors for their clients'
purchases of securities, and various other financial products such as mutual funds,variable annuities,
and life insurance policies. We generate two types of commission revenues: front-end sales

commissionsthat occur at the point of sale, as well as trailing commissions for which we provide
ongoing support,awareness,and education to clients.

We recognize front-end sales commissions as revenue on a trade-date basis, which is when our
performance obligations in generating the commissions have been substantially completed. We eam
commissions on a significant volume of transactions that are placed by our advisors directly with
product sponsors,particularly with regard to mutual fund, 529 plan, and variable annuity and insurance
products. As a result, management must estimate a portion of its commission revenues earned from

clients for purchases and sales of these products for each accounting period for which the proceeds have
not yet been received. These estimates are based on the amount of commiesions eamed from
transactionsrelating to these products in prior periods.

Commission revenue includes mutual fund, 529 plan and variable product trailing fees which are
recurring in nature.These trailing fees are earned by us,based on a percentage of the current market
value of clients' investment holdings in trail-eligible assets,and recognized over the period during
which services are performed. Because trail commission revenues are generally paid in arrears,
management estimates the majority of trail commissions revenues earned during each period. These
estimatesare based on subsequent collections.

6



Keystone Capital Corporation
Notes to Financial Statements

For the Year Ended June 30,2014

Note 1 - Summary of Significant Accounting Policies (continned)

CommissionsReceivable

Commissionsreceivable consisted of estimated revenuesdue from investment andinsurance companies
eamedby Company representatives on which the investment and insurance companies have not paid the
Company as of year-end. The commissionsat June30,2014, have been estimated using commissions
subsequently collected after year-end. Management feels that this balance is fully collectable and an
allowance has not been established.

Equipment and Depreciation

Equipment is stated at cost less accumulated depreciation.Additions, renovations,and improvements are
capitalized. Depreciation is provided using the straight line methodover the estimated useful lives of

the assets.Expenditures for maintenance and repairs that do not extend asset lives are charged toexpenseas incurred.

CommissionsPayable

Commissions payable consisted of the estimated portion of the commissions receivable that is payable to
the Company'sregistered representatives. This estimate is basedon the historical average payout ratio,
which is basedon signedcontracts with eachof the registered representatives.

Income Taxes

The Company records deferred income tax assetsand liabilities basedupon the difference betweenthe
fmancial statement and income tax bases of assets and liabilities using enacted income tax rates.
Valuation allowances are established when necessary to reduce deferred income tax assetsto the amount

expected to be realized. Income tax expense is the tax payable for the period and the change during the
period in net deferred income tax assetsandliabilities.

The Financial Accounting Standards Board ("FASB")issued ASC 740 Income Taxes which clarifies the
accounting for uncertainty in income taxes recognized in the financial statements.ASC 740 provides
that atax beneßtfrom an uncertain tax position may be recognized when it is more likely than not that

theposition will besustained upon examination,including resolutionsof any related appeals or litigation
processes,based on the technical merits. The Company'sevaluation as of June 30, 20144 revealed no
uncertaintax positions.

Concentration ofRisk

The Company maintains cash interest bearing deposits at several financial institutions. Two of these

institutions are insuredby the Federal Deposit Insurance Corporation (FDIC) up to $250,000limit per
institution.At June 30, 2014, the Company's cash balance with these two institutions did not exceed the
FDIC limit. The other financial institutions are not insured by the FDIC. At June 30, 20144, the
Company'suninsured cash balance with theseinstitutions was $7,117.

7



Keystone Capital Corporation
Notes to Financial Statements

For the Year Ended June 30,2014

Note 1 - Summary of Significant Accounting Policies (continued)

Useof Estimates

The preparation of financial statements in conformity with U.S.generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assetsand
liabilities and disclosure of contingent assetsand liabilities at the date of the financial statements.Actual
results could differ from those estimates.

Note 2 - Operating Lease

During the year,the Company entered into a forty month lease agreement for ofBee spacecommencing
on August 1,2013 and ending on December 31, 2016.The lease calls for monthly payments of $1,789.
Future lease payments for the yearsending June 30,2015,2016,and 2017 are $21,467,$21,467,and
S10,734,respectively.For the year ended June30,2014,rent expense was $21,679,including $2,001for
space rented under a previous lease that was replaced by the current lease.Rent expensewas included
in the occupancy expenses on the statementof operations.

Note 3 -Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
rule 15c3-1)which requires the maintenanceof minimum not capital, and requires that the ratio of

aggregate indebtednessto net capitalshallnot exceed certain limits. As of June 30,2014,the Company
had net capital of $7,681 in excess of its required net capital of $7,266. The Company's ratio of
aggregateindebtedness to net capital was 7.29to 1.

Note 4- Statement of Changes in Subordinated Borrowings

The Company had no subordinated borrowings at any time during the year ended June 30, 2014;
therefore, a Statement of Changes in Liabilities Subordinated to Claims of Creditors has not been
included in these financial statements.

Note 5-Income Taxes

The Company files income tax returns in the U.Sfederal and Califomia jurisdictions. The Company is
no longer subject to U.S.federal,state and local income tax examinations for yearsbefore 2011.

Income taxes are accounted for using the asset and liability method. Deferred income tax assets and
liabilities are computed for differences between the financial statement and tax bases of assets and
liabilities that will result in taxable or deductible amounts in the future based on enacted tax laws and
ratesapplicable to the periods in which the differences are expected to affect taxable income.

8



Keystone Capital Corporation
Notes to Financial Statements

For the Year Ended June 30,2014

Note 5-Income Taxes (continued)

The Company had available at June 30,2014,an estimated federal net operating loss carryforward of
approximately $410,000. The estimated net operating loss carryforward will expire at various times
through 2034. Additionally, the Company's ability to utilize the net operating loss carryforward is
limited by Intemal Revenue CodeSection 382 and related Treasury Regulations becauseof changesin
ownership.As of June 30, 2014, the Company estimates that approximately $350,000 of operating
lossesare usable to offset future operating income. Any amount of the annualloss limitation not utilized
in agiven year,beginning in 2013,is carried forward andwill be available to offset against tax liabilities
in future years (subject to expiration as described above).

The benefit for income taxes at June30,2014 wascomprisedof the following:

Federal - deferred $ 60,000
State - deferred 20,000

Benefit from income taxes $ 80,000

The deferred tax asset at June 30,2014,consisted of the net operating losscarryforwardin the amount of
$120,000.

Note 6 - Supplemental Schedules Required Under Rule 15c3-3

The Company claims exemption k(2)ii from rule 15c3-3 of the Securities andExchange Commission as
an introducing broker or dealer,clears all transactions with and for customers on a fully disclosed basis
with a clearing broker or dealer. The Company does not carry securities for customers or perform
custodial functions relating to customer securities, therefore the following schedules required under rule
15c3-3 of the Securities and Exchange Commission have not been prepared in these financial
statements: Schedule II - Computation for Determination of Reserve Requirements Pursuant to Rule
15c3-3,ScheduleIII - Information Relating to Possessionor Control Requirements UnderRule 15c3-3,
and Schedule IV - Schedule of Segregation Requirements and Funds in Segregation for Customers'
Regulated Commodities Futures and Options Accounts.

Note 7 - Subsequent Events

The Company has evaluated subsequent events in accordance with Accounting Standards Codification
Topic 855,Subsequent Events, through August 28,2014,which is the date the financial statementswere
available to be issued.

Note 8- Restated Supplementary Information

On October 20,2014, the Company restated certain supplementary information contained in Schedule 1
- Computation of Net Capital under Rule 15c3-1 of Securities and Exchange Commission As of June
30,2014.The restatement is due to a correction of non-allowable assetsand an understatement of

9



Keystone Capital Corporation
Notes to Financial Statements

For the Year Ended June30,2014

Note 8- Restated Supplementary Information (continued)

aggregate indebtedness in the previously issued supplementary information. The following table shows
the previously reported amounts and the restated amounts for the affected line items in Schedule1.

Anmmis Pteviously
Reported Anmmis Bestated

Toin1xxnelkmable nee*¤ $ 138,296 S 134667

Net chpan1 7,308 14,917

Aggegate Irw++ar+eme 35,4E2 1%,991

carpenrien dbasic:ræt oran12ecykenen

1Vinkrian-t empient recpired 5000 7,266
($5,000œ67/.PAdaggegaeinr+4+rh-we)

Beessax:t writ=1(net entiini triras aman-t enp'en1) 2,308 7,€1

Beess rat enpan1st 100M

(Net empital rriren 10½cftesalaggegale inr+4+vh-me œ

12D½dninimon-tmystalrecyked} 1,308 4,048

Itaticr aggegate irrMorhm toxx:t emphal 480% 729%

In addition to the restatement of Schedule 1,the Company also made corresponding restatements to the
related disclosures in Note 3. The restatement of the supplemental information had no impact on the
basic financial statementsof the Company or its footnotes,except asnoted above.
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Keystone Capital Corporation
Schedule I

Computation of Net Capital under Rule 15c3-1
of the Securities and ExchangeCommission

As of June 30,2014

Audited
Original Financial

FocusReport Adjustments Statements
Net capital

Total shareholders'equity S 58,595 87,009 S 145,604
Deductionsand/or charges:
Non-allowable assets:

CRD account 218 - 218
Other receivable - 7,844 7,844
Deferredtaxes 40,000 80,000 120,000
Equipmentnet 3,855 (1,260) 2,595

Total non-allowbleassets 44,073 130,657

Net capital S 14,522 S 14,947

Aggregate indebtedness S 14,060 94,931 S 108,991

Computationof basicnetcapital requirement

Minimum notcapital required S 5,000 S 7,266
(SS,000or 62/3% of aggregate indebtedness)

Excessnotcapital (net capital minus minimum net capital) S 7,681

Excessnet capital at 100% S 8,522 S 4,048
(Net capital minus10%of total aggregateindebtednessor
120%of minimum net capital required)

Ratio: aggregate indebtednessto net capital 97% 729%

Adjustments to shareholders equity between original focusreport andamendedfocus report consist of

Adjustment to correct accounts payable S (17,632)
Adjustment to correct cash andcashequivalentaccounts I 1,554
Adjustment to correctcommissionsreceivable 92,615
Adjustment to correct commissionspayable (77,298)
Adjustment to record depreciation (1,260)
Adjustment to coræct prepaid insurance (970)
Adjustment to record deferred tax asset 80,000

S 87,009

SeeReportof IndependentRegistered Public Accounting Firm and Notes to Financial Statements. 11



Keystone Capital Corporation
Schedule II

Computation for Determination of Reserve Requirements under
Rule 15c3-3 of the Securities and ExchangeCommission

As of June 30,2014

Exemptive Provisions

The Companyhasclaimed an exemption from Rule 15c-3-3 under section (k)(2)ii.

SeeReportof IndependentRegisteredPublic Accounting Firm andNotes to FinancialStatements. 12



Keystone Capital Corporation
Schedule III

Information Relating to Possession or Control Requirements
Under Rule 15c3-3 of the Securities and ExchangeCommission

As of June 30,2014

Exemptive Provisions

The Company hasclaimedanexemption from Rule 15c-3-3 under section (k)(2)ii.

SeeReport of Independent Registead Public Accounting Firm and Notes to FinancialStatements. 13



Keystone Capital Corporation
Schedule IV

Schedule of Segregation Requirements and Funds in Segregation for
Customers' Regulated Commodities Futures and Options Accounts

As of June 30,2014

Exemptive Provisions

The Company has claimed anexemption from Rule 15c-3-3 under section (k)(2)ii.

See Report of Independent Registered Public Accounting Firm and Notes to Financial Statements. 14
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Certified Public Accountaner

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholdersof

Keystone Capital Corporation

We have reviewed management's statements, included in the accompanying exemption report, in which
Keystone Capital Corporation identified the following provisions of 17 C.F.R.§15c3-3(k) under which
Keystone Capital Corporation claimed an exemption from 17 C.F.R.§ 240.15c3-3: (2)(ii) (the
"exemptionprovisions") and Keystone Capital Corporation stated that Keystone Capital Corporation
met the identified exemption provisions throughout the most recent fiscal year without exception.
Keystone Capital Corporation's management is responsible for compliance with the exemption
provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about Keystone Capital Corporation's compliance with the exemption provisions. A
review is substantially less in scope than an examination,the objective of which is the expression of an
opinionon management'sstatements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to

management's statementsreferred to above for them to be fairly stated, in all material respects,based on
the conditions set forth in paragraph (k)(2)(ii), of Rule 15c3-3 under the Securities Exchange Act of
1934.

GOFF BACKA ALFERA & COMP LLC

Pittsburgh, Pennsylvania
August 28, 2014

Member:Angerican and P<muy nut itÛngterÚCemped Publit Aaountanu

Cenirrfor PaduzcCompany Audit Fima • Emplerc Beneßt Plan Audir Qualiry Centrr • Gavrmmmial AudirQuality Center •1+iPßlf OmsfNie ÅŸnnict SCC†iUn



e,atKEYSTONEs.e,
CAPITAl.HCOftPOltATION

ManagemeritReport on Exemption Provisions

We areexempt under SEC Rule 15c3-3(k) (2) (ii). We met the identified exemption
provisions throughout the most recent fiscal year without exception.

Blake W Daniels -
CFO

351I CAMINo Det Rio $017754.SutTE 406
5AN DalGO.CA 92508

MEmssitFINRA, SiPC


